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Report to The Shareholders 


During the past fiscal year the activities of the 
Company have centred on only two projects, namely, 
the Landusky, Montana, gold-silver property and 
the Ram River, Alberta, coal property. In the case of 
the latter property, the Optionee, Brascan 
Resources Limited, conducted an extensive 
subsurface geological study, photogeologic 
mapping and diamond drilling program during the 
year. Results of their investigations are covered in 
more detail further in this report. Unfortunately, in 
recent months, the Province of Alberta issued a 
position paper on the future development of coal 
resources in that Province which has an extremely 
adverse effect on the future of the Company's 
property. The most serious consequence of this 
policy is the proposal that any mining operations 
on the area covered by the Company's property be 
restricted to underground mining. Since it is the 
considered opinion by experts that exploitation of 
the coal reserves on this property by this method 
is not commercially feasible, at this point in time 
it appears that the Company is left with two 
principal options: 

(a) challenge the validity of the proposed 
legislation either by itself or in consortium 
with the other companies affected in the 
same manner, or 

(b) surrender the leases back to the Alberta 
Government and make application under the 
terms of the proposed legislation for re- 
covery of its past exploration and carrying 
costs. 

The Company has not yet decided on a course 
of action. 

At Landusky, Montana, operations have been 
carried on continuously throughout the year. A 
detailed report on these activities follows. 


No activity has taken place on the Company's 
99 patented claim group located at Wells- 
Barkerville. The claims are in good standing and it 
is hoped that with the recently announced new, 
more favourable, British Columbia Mineral Royalties 
Act, a financial partner can be attracted to help 
implement the exploration and development pro- 
gram recommended in an engineering report 
prepared for the Company by the firm of Dolmage, 
Mason & Stewart Ltd. in August of 1973. 


The Company has a 12 percent share interest 
in The Mosquito Creek Gold Mining Company 
Limited, which operates a property immediately 
adjacent to the Company's Wells-Barkerville 
claims. According to a recent statement to the 
shareholders, the President stated that the company 
is currently attempting additional financing in order 
‘‘to carry out additional diamond drilling, drifting 
and/or cross-cutting in order to determine the 
actual size, tonnage, and areal extent of its earlier 
gold discovery, as well as to develop sufficient ore 
to sustain a milling operation”. 


Landusky Property MoNTANA, U.S.A. 


Operations have been carried out continuously 
on this property during the fiscal year. These 
operations have consisted of: 


underground percussion drilling for 
delineation of ore reserves; 


surface sampling at select locations; 
laboratory testing of Landusky dump 
material to assess the leaching character- 
istics of this ore; 
selection of heap pad leaching sites and 
engineering studies relating to a heap pad 
leaching operation; 

(e) limited underground mining (test stoping) 
to verify percussion drill results. 


At the conclusion of the extensive laboratory tests 
carried out, the Company's engineering con- 
sultants have reported in part as follows: 

‘Based on the calculated head the recovery of 

gold by leaching from both the August and the 

Gold Bug Is quite remarkable being 90.7 percent 

for the August and 86.7 percent for the Gold Bug. 

The leaching of the silver was slower but even so 

we recovered a little over 45 percent of the silver 

from the August ores and about 40 percent from 
the Gold Bug during the 98-day leach period 

and as is pointed out in the report, silver recovery 

was continuing in both these tests at a fairly 

rapid rate when they were stopped and, in 

practice, leaching could probably have continued 

for a considerably longer period at an economic 
rate in a full scale leach plant.” 


In order to place the near term outlook of the 
property in its proper perspective, we include here- 
with the full text of a brief report prepared by 
Mr. Roland E. Legg, P.Eng. Mr. Legg is a Director 
of the Company and has provided general super- 
vision of all activities on the property since the 
property was acquired by the Company and 
predecessor companies: 

‘‘During the past year it has become clear that 

inflation and the uncertainty relating to the price 

of gold have together eliminated any possibility 
for a large scale low grade operation on the 
gold-silver deposits at Landusky, Montana. This 
being the case, the only practical production 
alternative appeared to be the extraction of gold 
and silver and the heap leaching process, which 
can be done at an extremely low capital cost as 
compared to the huge capital expenditure 
required for a conventional cyanidation plant. 

Leaching tests were carried out on low grade 

material from various mine dumps. The samples 

tested were crushed to one inch and numerous 
tests showed that 90 percent of the gold and 

40 percent of the silver could be recovered 

without any difficulty on material containing 

0.05 oz. gold and 2 oz. silver. 


“In view of these favourable recoveries, con- 
sideration was then given to the heap leaching 
of the dumps available at the mine, which com- 
prise some 50,000 to 60,000 tons. Most of this 
tonnage was produced in the early days of the 
camp and it was not profitable to treat it in the 
then existing mills. Even with low-cost heap 
leaching and at today’s higher gold and silver 
prices, the profit margin is small, in fact too 
small to warrant serious consideration. 


“The profit picture changes very much for the 
better if heap leaching were done on those 
dumps containing higher values, and particularly 
gold values, and provided that dump material was 
mixed with higher grade ore obtained from 
selective underground mining operations. Such 
being the case, efforts have been made during 
the past few months to locate such higher grade 
ore by both percussion drilling and test stoping. 
Such efforts have been successful. The first test 
stope yielded 233 tons which averaged 0.268 oz. 
gold and 1.17 oz. silver across a 7-foot width. 

In the period from September 4th to October 14th, 
a second test stope produced 805 tons averaging 
0.313 oz. gold and 1.3 oz. silver. Such ore has 

a gross value per ton of $41.52 with gold at $115 
per oz. and silver at $4.25 per oz. The recover- 
able value by pad leaching is $34.50 per ton. 
The cost of mining this ore (805 tons) and putting 
it on the dump, where it is readily available for 
transfer to the leaching site, was $13 per ton. 
Both-of these test stopes were made in the 

Gold Bug zone. 

“Further stoping is now going ahead to produce 
ore reasonably comparable in grade to that 
taken from the two test stopes. Such ore will be 
stockpiled for heap leaching during the coming 
year after the winter is ended. The mine super- 
intendent, Mr. E. F. Wieglenda, carries out 
assaying on the ore as mined, which gives him 
proper control of the operation. In other words, 
no appreciable tonnage will be mined which is 
not profitable to treat by subsequent leaching. 
“Sufficient funds are being made available to 
carry on selective mining during the next six 
months, provided always that the results warrant 
this expenditure, and to cover the capital costs 
to put the heap leaching plant into operation.”’ 


Ram River Coal Property acserta 


Brascan Resources Limited has reported that 
during the last half of 1975 a preliminary evaluation 
of two separate coal showings, which were en- 
countered in the 11,800-acre Ram River coal 
property in 1971, was carried out. Following 
subsurface geological studies, topographic and 
photogeology mapping and a field study of the 
surface geology, a six-hole diamond drilling 


program was laid out to evaluate two specific 
coal showings. 


As a result of the preliminary evaluation, the 
following reserves were determined for each area: 


Area 1 
Probable in situ open pit 

coal reserves - 689,353 long tons 
Probable additional in situ 

coal reserves - 1,451,280 long tons 
Area 2 
Probable in situ 

Coal reserves - 1,150,073 long tons 

Total 3,290,706 long tons 


Note: All reserves have been placed in the 
‘probable’ category because of the sparsity 
of drill hole control, lack of coal outcrop, 
uncertainty in thickness of glacial drift cover, 
and possible structural complications. 


The geological report prepared for Brascan by 
independent consultants went on to state: 


‘Analyses of the coal in Areas 1 and 2 indicate 
that it is a fairly good quality coking coal. 
According to A.S.T.M. standards, the rank of the 
coal is classified as High Volatile A Bituminous. 
A preliminary evaluation of the entire coal pro- 
perty has shown that the property has potential 
for mineable reserves of open pit coal. However, 
the risks associated with finding sufficient coal 
reserves to support a mining operation, and with 
overcoming all the obstacles to putting the 
property into production, appear to be 

quite high.” 


In conclusion, we should point out that the 
immediate fortunes of the Company depend on the 
outcome of current operations at Landusky. Subject 
to continued success in mining of ore of satisfactory 
grade over the coming months, and subject to 
the Board of Directors’ decision to institute a heap 
pad leaching operation this coming spring, the 
Company may start generating a cash flow which 
will enhance the continued exploration and 
development of this property. 


On behalf of the Board 


President 


November 15, 1976. 


\ .) WHARF RESOURCES LID. (Under the Companies Act, British Columbia) 


Statement of Financial Position AS AT JULY 31, 1976 (With prior year figures for comparison) 


NET ASSETS Lee 


CURRENT ASSETS: 
10,395 $595. eS 
Term deposits and short term notes = 110,000 
Accounts receivable 17,790 41,592 
Marketable securities - at cost (market 
value at July 31, 1976 $394,000) 128,975 128,973 


157, 498 319,670 


DEDUCT CURRENT LIABILITIES: 
Bank loan-secured by certain marketable securities 3,000 a 
Accounts payable 12,084 
Due to Coseka Resources Limited 
(Parent) 2,909 


20, 743 14,993 


WORKING CARE LAL Ge teststetstgieselace e0 0 eipiemie:.0''s\e ©» 0 60/6 sie aiaele mrtonerene 136,415 304,677 


INVESTMENTS - at cost or nominal value 
(no quoted market value) 160,001 165,028 


MINERAL PROPERTIES (notes 1 and 2) 1,102,184 981,939 
PROPERTY (AND EQUIPMENT: = (net ((nOTe7'5) 0.5)... sic aie 'osehereenerenene 38 , 268 41,118 


OTHER ASSETS "=" (Cat cost) 14,338 14,338 


1,451,206 1/507 te 
DEDUCT: DEFERRED INCOME TAXES (note 4) 


73,506 72,741 


TOTAE NET ASSETS $169 70:1,900 $1,434, 364 


SOURCE OF NET ASSETS 


SHAREHOLDERS! EQUITY 
Share Capital: 
Authorized: 
7,500,000 common shares of no par value 
Issued and fully paid: 
5,326,251 shares $1,362,904 $1,362,904 


Retained Earnings 14,996 71,460 


TOTAL SOURCE OF NET ASSETS ol O77, 900 $1,434,364 


’ 
APPROVED BY THE BOARD: Witten 7 
Director Director 


The accompanying notes are an integral part 
of the financial statements. 


Statement of Income FOR THE YEAR ENDED JULY 31, 1976 (With prior year figures for comparison) 


| NCOME 
interest... 
OT heros: 


Wel ls-Barkerville townsite 
operation (net) 


FUNDS GENERATED BY OPERATIONS... 


DEPRECIATION 


(LOSS) INCOME BEFORE INCOME TAXES AND 
EXTRAORDINARY ITEM 


EXTRAORDINARY ITEM: 
Gain on sale of marketable securities 
(Net of deferred income taxes 
Of 320.004) - 


NET (LOSS) INCOME FOR THE YEAR $.C15205) 


| EARNINGS PER SHARE 


es e 
Statement of Retained Earnings FOR THE YEAR ENDED JULY 31, 1976 (With prior year figures for comparison) 


1976 1975 
RETAINED EARNING (DEFIC]T) AT BEGINNING OF YEAR... $71,460 $(17, 168) 


NET (LOSS) INCOME FOR THE YEAR... O15 20>) oA 6 Pas) 


WRITE-OFF OF ACQUISITION AND DEFERRED EXPLORATION AND 
DEVELOPMENT COSTS ON ABANDONED PROPERTIES....--eeeeeeee (OD oo) 36,997) 


RETAINED EARNINGS AT END OF THE YEAR.. 


The accompanying notes are an integral part 
of the financial statements. 


\I?/ WHARF RESOURCES LTD. 


Statement of Changes in Financial Position ror tHe Year ENDED JULY 31, 1976 (With prior year figures for comparison) 


1976 1975 
FUNDS PROVIDED: eT er 7 
Funds: generated: bynoperat | OMS els os.ketperelelctacoiatetelsnetelare docs ubeumi eon $ 24,708 
Gain on sale of marketable securities.......... sed sheteheks - 114,616 
Proceeds from sale of interest in mineral 
DFOPEMh eS eerie sles <.<1s ste atatele ats eines at eheveveiatatey ane Sat sloraies 105590 110,000 
Totaleshunds DROVUGSG cic creo sca eis or etevenale oy oarckere 17,581 249 , 324 
FUNDS APPLIED: 
Expenditures on mineral properties.......seeees shateenenens 185,843 306,603 
PURENASC TOTmhNVESTINEN GS <\ere oo eicrersle cis aietete a:aie ie Setore onateren state - P3500 
OTRNEE MASSE FS Pare ese cl comets tetarete carats alebsitersterevevatevenens ecole cecteng > ~ 2,191 
Expenditures on equipment......e.e. 4S: sieeRctah renatene  mareistens as - 9,451 
Total) fundstappiiteds 2. 27.70). viienes Siaeteh elecetede tens 185,843 319,745 
DECREASE JN WORKING CAPITAL FOR] THE YEAR... ccre crete ec oeec inl OGRE? 70, 421 
WORKING ‘CAPITAL AT ‘BEGINNING OF THE YEAR. . 5 c1c1c1ctecccteters siete see DOA OI 515,098 
WORKING GAPTTAL AT END, OF THE YEAR <..;. .<\..< eters omatalctenelsnstaieremens tere: $136,415 $304,677 


The accompanying notes are an integral part 
of the financial statements. 


Auditors’ Report 


To the Shareholders of Wharf Resources Ltd.: 


We have examined the statement of financial position of Wharf 
Resources Ltd. as at July 31, 1976 and the statements of loss, retained 
earnings, and changes in financial position for the year then ended. Our 
examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion, subject to the outcome of the matters referred to 


in Note 9, these financial statements present fairly the financial position 


of the company as at July 31, 1976 and the results of its operations and the 
changes In its financial position for the year then ended, In accordance 
with generally accepted accounting principles applied on a basis consistent 


with that of the preceding year. 


DELOITTE HASKINS & SELLS 
October 7, 1976 Chartered Accountants 


Notes to the Financial Statements july 31, 1976 


UIE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 


(a) Mineral Properties: 


The company follows the practice of capitalizing in its 
accounts all costs, including a portion of administra- 
tive expenses of $30,725, relating to the exploration 
for and development of mineral properties and credit- 
ing all sales and option payments received against the 
costs of related properties. As recommended in the 
Canadian Institute of Chartered Accountants’ research 
study on non-producing mining companies, the aggregate 
of the costs related to mineral properties abandoned 
is charged to retained earnings or deficit, as appro- 
priate, at the time of abandonment. 


(b) Other Property, Plant and Equipment: 


Land and automotive equipment are recorded at cost. 
Automotive equipment is depreciated using the 
straight line method at a rate sufficient to charge 
its cost over its estimated useful life. Idle build- 


ings and equipment are recorded at estimated net 
realizable value. 


Zz MINERAL PROPERTIES: 


The balance is comprised of the following: 


1976 1975 
Interests in properties........ ppeteterst t's Sees Nn O4y 209 T Si 51, 105 
Deferred exploration and development 
COSTS e/sevcie eels slated SMauetsl eelie laters. e76 eWetevetuleiels.¢ vis S41, 975 250,047 


Pi hOZe84" SOB 1150 


\ y WHARE RESOURCES LTD. 


Notes to the Consolidated Financial Statements (cont’d) 


DN PROPERTY AND EQUIPMENT: 


The balance is comprised of the following: 


1976 
Wells-Barkerville property: 

Pandata tT COSE | uc were io teste tire steerer aeanee $13,400 

Idle buildings and equipment - 
atinet real VzaptesVa lie eer, ). cut reteeeencte 19,000 
Vehicles! = at! cosh) cis i tourer tatalevens tence near 10,098 
42,498 
Less» accumulated: deprec liao) mi. cmurtsisl ats 4,250 
Net property and equipment ......... $38, 268 


4. DEFERRED INCOME TAXES: 


(oa 


$13,400 


19,000 
10,098 
42,498 

| 200 


$41,118 


Recognition has not been given to deferred tax debits relating to 


prior years! 
as these losses may be utilized only in restricted circumstances. 


income tax losses carried forward of approximately $3,000 


In 


addition, recognition has not been given to deferred tax debits related 
to costs of abandoned properties written off as, for income tax pur- 
poses, these costs are only deductible from production income of pro- 
perties actually owned by the respective predecessor companies at the 


time of amalgamation. 


os EARNINGS PER SHARE : 


Earnings per share calculated on the basis of the weighted average 


number of shares outstanding during the year are as follows: 


1976 


Income before extraordinary items 
Extraordinary items 


eoeeere ee eee 


Net income for the year .. 


G. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS: 


No remuneration was paid to the directors or officers of the company 


in their respective capacities. 


The aggregate remuneration paid or 


payable by the company to directors and senior officers, as defined in 


the Companies Act, British Columbia, being the five highest paid 
employees, amounted to $49,317 ($52,676 in 1975). 


STOCK OPTIONS: 


Stock options have been granted to officers of the company for a total 
of 95,000 shares. The options are exercisable 20% at the date of granting 
the option and 20% at each of the following anniversary dates. The 
options are exercisable at the following rates: 


Prior: to January 29, 1977 50¢ 
Prior to January 29, 1978 40¢ 
Prior to vanuany) 29>. TOV) 50¢ 
brion to January 29, 11980) 60¢ 
Prior to January 29, 1981 70¢ 


The exercise rights are cumulative and may be exercised in subsequent 
years to the extent that they have not been previously utilized at the 
exercise price prevailing at the date of purchase. 


COMPARATIVE FIGURES: 


Certain of the 1975 figures provtded for purposes of comparison have 
been reclassified to conform to the classifications used in the current 
year. 


CONTINGENT LIABILITY AND OTHER: 


(a) During the year, the company abandoned certain mineral claims which, 
under the terms of an option agreement, were to be returned in good 
standing to a third party. The third party has not made a claim against 
the company to date, and the company's liability, if any, under the 
agreement, is undeterminable at this time. Management is of the 
opinion that no provision for Joss need be made in these financial 
statements. 


During the year, the Province of Alberta issued a position paper on 
the future development of coal resources in that Province. One of 
the Province's proposals, as a result of environmental attitude if 
enacted as law, would require the company to abandon certain coal 
properties without recovering its acquisition costs of approximately 
$240,000. As the Province's proposals have not yet become law, and 
no regulations have been issued to date, the company is unable To 
determine its position at this time, and the outcome of any negotiations 
with the Province will take an extended period of time. As a result 
of the above uncertainties, the company has not adjusted the carry- 
ing value of the property. 
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